
20. SHOULD THI~ 'USB 50MB iXlSlJNG MODEL to
DEli&WINI.,.DB'm1l TO WHICH A SCHOOL 15
DISADVANTAQID (l.G., M'LE I OR nm NATIONAL SCHOOL
LUNCH I'JOGIAM)? WHICH ONE? WHAT, IF ANY, .
MODIFICA11ONS SHOULD nm COMMISSION MAJCE TO THAT
MODEL?

Ammteeh hu no COIlUl\el\t on this question, except to say that the

relative dep'ee to which a 1Choo1 may be "disadvantaged" in 11\ economic

senH does not appear to be relevant under the Act.

21. SHOULD THE COMMlSSION USE A SLIDING SCALE APPROACH
CLE., ALONG A CONTINtJtJM OF NEED) OR A STEP APPIOACH
(E.G., THE t.1PIUNB ASS1SfANCE PItOGRAM OIl tHE NAt10NAL
SCHOOL LUNOI PIOGltAM) TO AI,IOCAD ANY ADDmoNAL
CONSIDERATION GIVEN 1'0 SCHOOLS AND LDRAJt1ES LOCA'IED
IN JWRAL, JNSULAR, HJCH-COST, AND ECONOMICALLY

See answer to Question 19.

22. SHOULD SEPMlATB PUNDJNG MECHANJSNS BE ESTABLISHED
POK SCHOOLS AND UBRAlUES AND POK JWRAL BEALTH CARE
PBQYIDEBSl

It Is DOt: dear why It would be necessary or desirable to establish

separate fuNling mec:I\at\iIms, but it would be helpful to maintain separate

KCOUl\tlnl for these proIfaIN in order to gift the Commission the

oppol'turdty to ph•• out one or the other should that be reuonable to C!O in

the future.
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23. AD THE COSTiS1'IMATa CONTAJ:N'BD IN THB :MCKINSEY
ltIPOItT AND NIl XICD1:Arr INITIATIVI AN ACCURATE
FUNDING iS1'IMATB JIOK nm DJSCOt1NT PBOVlSJDNS FOR
SQI'X)tS AND Lt'IItAItlIS, ASSUMING THAT TAIUFFED KATES

7

AmeiMch has not had. an opportunity to study the MdCinsey report

and Jacbtart INtlative In luffldent detail to cletennine whether the funding

estimates ccmta1ned tMrein are accurate or reasonable. It appeus that this

NpOIt is the only study that has been concluded usiftg tariff rates as the ~.sis

for the funding .limate. The study was cxmdue:ted using 1994 data and

UI1ID'led the deployment of technology in schools at that time as the starting

point for the study. The study also assumed spedftc tedmologies <e.g., ISDN)

.. the basis for cormedion to the schools. Since the time of the study, a la.."ge

number of the nation', schooIJ have implemented tedUlo1osY lO1utlons that

wwe not pr.ent at the time of the MdCiNey study, e.g. amnedions to the

Internet. Therefore, before any cI1scount program is implemented on the

basis 01. the Mc:ICiftIey ltudy,.the study would have to be updated to include
.

the current state of technology in the schools, and. the universal service

definition ultimately adopted by,the Commission.

AlMdIeCh hM eatimallld the funding requirements fmpUdt in the

McJaftHy report under seftft1 scenarios. Tl\oee data are shown on

Attachments A-I, A-2- B-t, B-2 and C. .TheBe data are provlded simply to

uslst the CommIIIkm in UDdt!l'lta1\dlng the order of mapitude i1\volYed. in

such an. und.ertaking.



24. .AD1HBD 01HD COST IS'11MATIS AVAILABLE THAT CAN
SDVE AS 'I'HB 'IASIS POJl BSTAlUlHlNG A PUNDlNC" ESTIMATE
POlTIl! DJSaKJNT PItOVSONS APPLICAILI 10 SCHOOLS AND
UIMBJI5 AND m JPlAL HlAUH CARl 'PBOYmDSo:-? _

McJaNey at Cmnpafty identlfted IeftI'I1 models I1\d cost estimates

from other studies in lts report. Aside from those examples, Ameritee:h is not

aware of any studies that have been conducted on this subject.

25. AItIlHIII ANY SPiQlPlC CQ;T E5T.1WATES 'l'HAT ADDRESS nm
DJSCOUNT PUNDlNG ESTIMATPS POB. EIJGI'BLE PRIVATE

z:uQQlSl_----------------
It Is Amerlteeh'. understINUng that none of the studles dted by

MdCinIey 6: campeny, DOl" the Mckinley study itself, includes funding

estimates for eligible private Icltools.
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IIICHmsT!lJND

26. IF 1HE EX1Sl1NG HIGH<OST stJPPOItT MECHANJSM REMAINS
IN PLACE (ON IlTHIIl A PDMANINT at. 'I'IMJIOltA,Ry BASIS),
WHAT WODIPEATJDNS, IP ANY, AD Jt.IQ'UDtED 1'0 COMPLY
~DONS AC:J:.SJl....lm~7"'""'-__

Ameriteeh exp1liRed the clefidendes of current hlgh~ support

mechanism In Its initial md reply comments on the NPRM. In addlticm, and

In order to comply with the Act, the Commission must take steps to ensure

that the hiJh-coe;t suppOrt INIdwUsm is made more c:ompetitive1y neutral.

For example, the COIDII\iuion should require all telecommUldcatlons

proriders to contribute to the hish-eolt fund md must not limit eligibility to

only those carriers of • certaln size.

Xl. IF 1HE HIGH-COST SlJPPORT StS'IDf IS IClIPl" IN PLACE FOR
mJ1lAL~ IIJW' SHOULD IT • *'D1I'IiD TO TARGET

• THI! PUND _ftM AND CONSISTI!N11.Y WITH mE

As AlMdteeh detat1ed In its INdal and reply coau:nents to the NPRM,

the CoauniIIlOft ehould adopt 11\ "affordabl11ty bel\dunark rate" whereby

e1ipble local exdwlp carrlers WO\1ld Jet untvenI1 -*e support when

their msts for II~ ..-vIce exe.-d the IffordabDlty beJ\chmark rate for the

dIffereN:e between (a) the bendmtll'k rate and their actual cost for COle
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21. WHAT AU THI POl'IN11AL ADVANrAGD AND
DlSADVANTAGIS OF lASING THE PAnaNT$ TO COMPETmVE
CADDIM Cfi on- IICX* COS1S OF THB INCI.1MBENT LOCAL
EXQlANGI CAII1II QPIIAItiG IN' JBI sAMUJQMCE AUA1

If • new local ecchanp carrier bears the same obIiptioft as the

incwnben.t carrier for hlgh COlt areas, then • methodology for delermiNng

the lwei of hip COlt support must be chosen. Pol' example, each carrier

andd pr.ent lIB oWn cast estimates in the context of a biddJ.rls process and

the lowest bid cletemIn8I the 1e'Ve1 of support. Or the CoauniJs1cm muld

adopt a proxy modeL UIUIIling the IMllts c:oulcl be demonstrated on the

reecrd. But,. new 1ocal1DCChanp carrier should not readve support 'baed on

the book COIls of the incumbent becaWle they bear no relationship to the new

amiel's eosts.

29. SHOULD PIICI CAP COMPANIIS.1I.JGlILI PORHIGHCOS'!"
SUPPORT, AN8 IF NOr, HOW WOULD THB IXCLtJSION OF PRICE
CAP CA...... CONSIST.BNT WITH '1'HB PROVISIONS OF
SiiCliUN 214(. Of THE COIAltJNK:A'l'I\'»IS ACrl IN THE
AL1DNA'11VI, SHOULD HJ.GH.COST SUPfOkI' BE STR11CTtJRED
DfPIUINTLy POIt PIl1CE CAP CARRIDS mAN FOR OTHER

~~?_.----------------

Prloe cap ca.rn.. should remain elip"ble for UDi..-.alIel'V1ce supporto

11ds is requlred In order to have competitift neutrality In the administration
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of • hlP eoIt fund and to cmnply with the deftDltion of an ueliF"ble carrier"

under the Ad ne COlt dIaraderiItic:s of I8'Ving an aza relative to what is

affordable, it what Ihould determine eligibility for high east support for an

area, regardl_ of the size, Identity or price cap regulation of the carrier

serving the area.

Moreover, it is the nature oI the obligations impoIed on and accepted

by a carrier serving a hip cost area which should govern the support that

such a carrier should readve. As long as the obligations lie the same, the

high cost support fund does not need to be structured differently Just because

the carrier in question may be regulated under price caps u opposed to

revenue requirements.

30. IF PJUCI CAP COMPANIIS AD NOT ELIGlILB lOR SUPPORT OR
RECElVE HICKCOSI' SUPPORT ON A DIPFBRENT BASJS THAN
OTHER CAItJI'., WHAT SHOULD BI1HB DEFJNIIlON OP A
"PlUCB CAP" COMPANY? WOULD COMPANIES PAImCIPATING
IN A STATE, BUT NOT A PEDDAL, PRICE CAP PLAN BE DEBMED
PIUCE CAP CONPAN1!S7 SHOULD mBRI BB A DJS11NCTI~

BITWDN CAIItDDtS OPERATING UNDIR PRICB CAPS AND
CADJIIS 11L\T HAVE AGltEED, POll A SPIiCIP1tiD PERIOD OF
11MB, 1'0 UMlT lNCItIASES IN SOMB OB AtL UTES AS PAP:! OF
A "SQCW.~TO&YARBO...ACH?:.aa.: _

31. JP A BIJIUICA'DID PLAN THAT WOULD AL1DW nm USE OP
BOOJC cosrs CI81"IAD OF !'BOXY COSTS) WDE t1SED JiOR
KUItAL COMPANIES, HOW SHOt1LD RU1lA.L COMPANIES BEUEf1NID1 _



Amerlteeh beIleveI that there should not be a bifurcateci plan betweeI\

"rural'" and other companies. Support should be based on the characterlstics

of t:ha area lIe'Ved and. the obliptions imposed an the c:mier, not the identity

or size of the curler Mf'Ying the area.

32. JP S1JC{ A BIFURCATED APPROACH IS tJSID, SHOULD nrosE
CAD1BRS lNI'l'I'.ALLY ALLOWED TO USB BOOK COSTS
EVENroALLY TRANSI110N 10 A PROXY srsrBM OK A SYST2M
OF CONPEJlnYE BIDDING? IfTHBSI COWPANS ARE
TRANSmONlD PaOM B()()X COSTS, HOW LONG SHOULD THE
1'1tANS1TION II? WHAT WOULD • nIB IASIS PCB. HIGH-eOST
ASSISTANCE TO'COMPETITORS tJNDIK A BJPURCATED
APPItOACH, BOTH INT11ALLY AND DUlUNG A TRANSITIONlIIJQD..~?~ _

See answer to QuestIon 31.

33. IF A PROXY MODEL 15 USED, SHOULD CAIIIBIlS SlR.VING
AUAS WJnI JVIISCIt1PT1ON &LOW A CERTAIN t:BVEL
CON11NUE 10 RICHlY! ASSIS1ANCE AT L'IVBIS CUIREN'lt.Y

'!HE

No. The c:urreJIt high CClIt fund and DIal Equipment Minute (~E.W)

weiptiftl subsidies Ihoulcl be eliminated upon the lmpleJnentatiofl of a new

·high COlt fund purwuant to the Act.
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34. WHAT, JP ANY, PlIOGV...MS ON ADDIIX»l 101HOSB AIMED AT
HIGHCOST AJtIAS) ARE NEEDED TO INSUD mAT INSULAR

. lJlJ: ?

None.

35. US WEST HAS STATED THAT AN 1NDt.lS'1"R'{ TASJC FORCE
"COULD DEVELOP A PINAL MODEL PROCESS UTILIZING
CONSENSUS )C)DIL ASSUMP'I'IONS AND INPUT DATA," US
WEST COMMIN1S AT 10. COMMBNT ON US WbSI'S
STATEMBNT, D8CtJISIN'G POTIN'1'IAL LEGAL JSSUBS AND
PRAC11CAL~TIaJS IN UGHT OF THE DQUIREMEN'T
UNDER tHE 1.N:r THAT 1HE a»AfJSSION TAlCE ENAL
AC'IJON INn.- PaOC:SSDING wmDN SIX MONTHS OP 1HE

Am~teeh iI·wWng to cooperate in the pubJlc reriew IN! aN1~ of

any proxy model which has been proposed by industry 1MIftbIn, but it is not

reuonable to expect complZ\les to CO!Nl1it that such a review will be

completed within six months. Compames that have not been involved in

the development of this model will require some time to bec:oale familiar

With it, and then 101M additional time to complete their analysis.

36. WHAT PROPOIAlS, II' ANY, HAVB IIIN ca6DERED BY
INTDBSTID PARdiS TO K.AJtMONJZB nm DJPPBlt!NCES
~G nm VAIXXJS PItOXY COST PROPOSALS? WHAT
1tJSULTS HAVE lIEN ACHIEVED?

The United States Telephone Auodation (-usTA") has convened an

industry IfOUP to develop a "'Belt of Breed- among the various proxy models

which have bien propoud during the put year. The first meeting 01 that
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IfO\lP wu betel July 29-30, 1'" anel no rtSUlti ha~ been IChlevecl at this

time.

37.

It &.n't. A prexy II\OClel Jndudes more thin COle set\'iceI and it is

not d-.r how the proxy models that haft been identified. to-date could be re­

calibrated for purpoIeS of core Iel'\'ices cm1y.
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38. HOW SHOVLD It. P.ROXY MODEL EVOLVE 10ACCOUNT POJt
CHANGES IN 1111 DBFJNmON OF COlE SIIMCBS 0Jl1N THE

v

The most that c:an be laid at this time II that lam updates must oecur.

How that evolution wUl occur will depend 01\ the actual c:hanps which L~

made in the defJnition of core services and in the teehn1c:al capabilities

available in the marketplace. But thole modlftcations must be made as

changes in the deftnltion of core services and changes in teelmo1ogy occur.

39. SHOULD A P.ROXY MODEL ACCOUNT PORTHE COST OF ACCESS
TO ADVANCED TILICOMMQNICATIONS AND INPORMAnON
SiRVICBS, AS~ IN SECTION 2M(b) OP THE ACT? IF
SO. HOW SHOULD nus OCCUR?

nus would be nece.eary only if the aclnt\Q!d telecxmununications and

Information aervicee are defined as Neertf{' serrices.

40: If A P.ROXY MODEL 15 USED, WHAT, If ANY, MEASURES ARE
NiCESlSAl.Y 10 ASIUU mAT 'UUAN ItAm AND lATHS IN
lttJKAL, JNSULAIt, AND HIGH-cosT .AUAS AD KEASONABLY
COMPA.RABLB, AS REQUIRED IN SECfiON 2S&(IX3) OP mE 1996
ACI.

A proxy model Is not UJed to establish ra_; it is UMd to estimate costs.

... are estabUshed 'by the appropriate repIatory COIl\1Nsstar\ and that

determination will be made on the basi) of a number of fac:ton, induding the

requ1rements of the Act.
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41. HOW SHOULD IUITOItT IE CALCtJLATID POIt1HOSE AREAS
<E.G., INStJLA'a ADAS AND ALASXA) mAT ARE NOT INCLUDED

There i& no teUOI\ why those URS should not be indw:led In a proxy

model.

42. WlU SOPPOJtT CALCULATED tJSING A PIOXY MODEL PROVIDE
StJPPICIENT JMCBN11VB TO SUPPOIlT JNPllASTlt.UCTURE
~ ANQ MAINTAIN QUALlIX SEIYIa~? _

The proxy model is uMd to estimate costs, DOt to set rates. n.e

lI\cerltlves will be based on the extent to which the corresponding costLwill be

recovered.

43. SHOULDDIIU BB RECDt1ISB FOIt COMPANIBS WHOSE BOOK
COSTS AD SUlSTAN'nALLYABOVB THE COS'IS P1t()JEC1'ED lOR
'I1IDf tJNDI& At. PIOXY MODEL? IF SO, UNDER WHAT
CCI'lDlTIONS (JOlt I!X.AMPLE, AT WHAT COST LEVELS ABOVE
THE PROXY MIDUNT) SHOULD CAuIQS BE CIANTED A
WAIVIIl AU..OW1NG AL1'I!RNATlVE TDATMENn WHAT
STANDAItDS SHOULD BE 'USED WHEN CONSIDERING SUCH
AQUlSTSZ

Jl • proxy model • uMd at all, it should be UJed to identify high cost

ueu, and not UIed to allocate support. If the Commission adopts a proxy

model to identify hip COlt ueu, then the model should be used and there

really should be no exceptions. Because the model would identify hip cost
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...and would not be UIed to Jet rates, it is not apparent why there would be

a DMd for any exceptioN.

"- HOW CAN A PIDXY )«lDBI.. iiiMOD1PIED 10 ACCOMMODATE

The proxy models idefttifled to-date are based on wireliDe technology;

wireless techl\ology should be Included in. the model as it is utilized.

45. IS rr APPItOPRL\TE 10K A PROXY MODBL ADOPtED BY nm
Co.taaS&lON IN nIlS PJlOCBEDING TO BE SU"B)1iCT TO
PItOPIIB'1'AKY _I'lllCfIONS, Ott MUST SUCH A MODEL BE A
lJJIL1C~ _

It is difficult to \Iftdestand how the Commtssion could. adopt any

proxy model unless and until its reasonableness was demonstrated on th~

pubUc record. Ifa portiOn of the Jnode1 is proprietary, then the appropriate

confidentiality agreements can be executed and the confidential portion of the

Commission's order can be redacted as appropriate. But, the public must.
have aCCMS to the model in the first instanc:e.

46. SHOULD A PIOlQ' YODEL BE ADOPIED JP rrmBASED QIl
JWJPiCDflnY DATA 'tHAT MAY NOr BE AVA1LA8LE FOR

~--------------

See UlSWe'l' to o-tton 45.



41. IF 11' IS mlUIeJBD THAT PROPJUBTAIlY DATA SHOULD NOT
JE IMPLOYBD IN THE P1tOXY MODEL, AD THERE ADEQUATE
DATA PUBLICLY AVAILABLE ON CtJRRENT BCX)X COStS TO
D1MDDP A P1tOXY MODEL? IP SO, lDENTIPY 'tHE SOUKCE(S) OF.5UCiJl...A.a.lTAa.a.:..-.. _

If book COllI are come to be relied upon, there is no need for a proxy

modeL If a proxy model is aotng to be used, then public Census Bureau

information may be available for that purpote.

48. SHOULD THE MA'I'DIALlTY AND POTENTIAL JMPOI.TANCE OF
PROPIUErAaY INIORMATION BE CONSIDEDD IN EVALUA'I!NG
IHE VAlJOOS MODELS?

Yes, but see answer to Question 45.

CQMPmDVEIIDDJNG

The questions in this sub1ection concern the use of a cmnpetltive

bidding process for purpoIeS of quantifying th8 compensation to be made

available for high cost funds. To date, GTE has presented the most

compreheMive propoM1 for a competitive biciding process. However, it ls

eaent1al to ncoplze that GTE's proposalls. competitive bidding process for

putpO'. ofJJlts:1lnI an4 QUI1\Ufxtnc S\IRROlt for local exchana Ql"dm of

lilt raqrt (=COLRs"') in dl'ipated areu. Where such area are also high cost

ueas, GTE's proposal subsumes·support for high cost support 80 that the

quantification role 01 the bidding process is to cIetennine the amount of
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support ..sed to prcmde universal HrVlce AL.IAIIiIlLWlII!WlUID!IUlillaLJiillII

mDQHI.

In orct. to ..,.. that all customers in blp Q)It areu are and remain

Mn'ed, carrier of last~ obUlatiON (i.e. an obligation to IeI'ft the entire

area with a barrier to edt) must be imposed on at least one carrier serving the

lUsh cost area. For the carrier bearing such obligations, Its bid must Include

the COlts associated with being ...COLR for that area. To the extent that other

carriers may provide universal service to customers in the same high cost

area but without being a COLR- the bids submitted by such carri... will be

loWl!' (to reflect the lower finandal ris1c and investment of having no exit

barrier) than that of the carrier bearing the COLK designation. To then allow

~ers that are non..(:OLRs to serve custome1'S in high cost areas and to

receive the tune aD\OW\t of high cost support IS the carrier that Is a COL~

would threaten the abWty of the COLa to continue to fulfill its COLR .

obligations. 1'his is because the COLR Is bearing aarea- ftnandal burden

and risk associated with the COLK obligations but without being compensated

!or the additional burden. It Is for this reason that GTE states that only COLRs

should be eJi81"le for high c.'OSt support under its proposal Ameriteeh agrees

with this conclusion.

:Purthermore, coatilluous provision of service to high east customers Is

i1\extricably intertwlned with a restriction Oft exit from the marketplace. It is
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for th1I ,..... that Amerltech be1lefts that GTE', biclcUnl proposal is based

on selecting COLltI, where the support for COLRs also haPl*'l to subsume

the Nppmt needed for high costs when the designated area is a high cost area.

The oaly other I1temative would be to pay the DOIl-eoLRt less high

COlt IUpport than that paid to the COLR, where the difference reflects the

increased ftnandal burden md risk bome by the COLR. However, given the

dilliculty for carriers or regulators to quantify the necessary difference in

compensation in a dynamic competitive environment, it may be pre.ferable to

have the bidding proc_ based on eliciting bids in high cost areas for purposes

of both committinl to serve the entire area and with the same restriction on

edt for all bidden. Thills what the GTE plan proposes, and Amerlteeh agrees

that this is a sustainable aM possibly preferable approach.

All\eriteeh a1Io be1lefts that basing the CDII\petitive bidding process to

Iz!d.ude carrier of lut NIOrt obliptiOl\S in high cost areu, and paying support

only to thOle providen apwtng to be COLIs, is not lnccmsistent with Section

102 of the Telecommurdcations Act of 1996 (ame.ndlng 47 US.c. SectJon 214)

real1'dlDl carriers ellpbJe for support. In determining whether a carrier is in

fad complying with the requirement of 47 U.S.C SectJon 214(e)(1)(A), the

State commission (pursuant to sub-sec:tion (e)(2) may find that assumption of

carrier of last I'eIOrt obligations II nece!lsary in order for a carrier to have

actuaUy amunitted to serving the high cost area. This is ccmsistent with how
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lqh cost support hu beIn~ In the put. Puz1Mnrae, for a state

CDIIID:dHion to DOt requJre a restriction to exit, .. described earlier, is

inconIiatent with how Iel"Vice to high COlt customers can In fact be ensurec:I

over tDrle u Is requJred under the TeIecommumcatiON Act of 1996 to make

..me. avallable to all at just, reuonab1e, and affordable rates.

Ameiteeh, t:l\ereftn, uwwert questions 49-55 baed on the type of

COII\pedtive bidding approach where the purpoee of the bid is to include

carrier of Jut NIOrt obUptiOlll, such u that propclecl by GTE. By these

comments, Ameriteeh em. not (at least at this time) support use of a

competitive bidding proce5I. However, if a bldcUng mechanism is to be used,_.
Ameriteeh does note that GTE hu properly poled some important issues that

need to be considered in designing a bidding process, such .. the issues

ctisc:u8Md above. .A/j to further imp1emefttatioa isaues of the GTE plan,

Amer1teeh has no coz:nments at this time, as it is Ameritech's understandiJ:.'.c

that Gyp; intends to distribute a revised plan (which may sipi6 cantly change

various aspects of its pniously distributed plan) in the very near future.

49. HOW WOULD HIGH..cosr PAnmNTS • DETI1tMINED UNDER A
Sl'S'IBM OP COMPJmTIVE BIDDING IN AREAS WI1H NO

~----------------

If there is only OM bidder to serve an area, theft hip COlt payments

should be baed 01\ that bicl. And only the bidd. should be eligible for
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·upport if it is the oI\1y cmitr taJdftg OIl the obIiptkms -lIOC1ateci with

..mng a hip COlt ara, e.g. sening the entire area, barrier to exit, etc.

SO. HOW SHOULD A IIDDINC SYSTEM BE S'I1WCTtJRED IN ORDER
10PItOVIDI1NCINTlVIS PaR CAU'OS TO COMPEIE to
SUIMJT IHI 1t!Nl1lD R2Jt tJNIY.EISA1. SBBYJCE SUPPOJtt?

A couple of basic faturel should be indud.ecL Punding should be based

Oft the lester of actual (X)It minus existing rates and actual costs minus

benchmark rates. All carrten receiving high COlt support must take em. the

I&1I\e obliaatioN in serving the high cost ueL And, the incumbent provider

in a high cost area should be given a rBIOIUlble opportunity to be

compensateci for the obUgaticms borne in high cost areas prior to the

implementation of a new bidding process to cietennine pmapective providers

in high cost areas.

51. WHAT, IF ANY, SAPlGUAaDS SICULD IE ADOP1BD TO ENSURE
. nlAT LAIGI CDMPANJIS DO NOT BID EXClSSIV'ELY J.D'N 10J2IrlB otn'c:caa:rmce_~ _

It is not dear what iDc.efttive a company would have to bicl "'excessively

low" even if there was 101M reuonable way to determine when that has

oa:urnd. 1be only ineefttift that might exi8t Is if a company could engage in

CI'OIHUbiidizaticm from other services. lhat opportunity does not exist for

price cap companies and, If the Commission institutes the other pro-



compelitkm provJIians 1ft the Act, the risk of (ftJ••-subt1d1ntion will be

reduced O'ftI'all.

52. WHAT SAFEGUARDS SHOULD BE ADOPJ'I!D TO ENSURE
ADEQUATE QUA.UI'Y OP SERVICE UNO. A SYSTEM OP
COMP..EIlmUlQDlNIIL1:lIGU.? _

MIniImJJn quality of ..mce standards should. be tmpoMd. and

monitored u Is already done in many state jurlIdictlons. TheM standards

should be a part of any bidding process adopted by the Commission.

53. HOW lSCOLL~AVOIDED WHEN USING A COMP!'ITI'IV'EIIP? _

In Ulelling this risk. the Commlsslon must ccmslder the incentives. A

carrier hu tittle lncenttft to purposely underbid In a predatory IeNe because

if successful, the cani. would be required to provide service below cost.

Even if there is some b8sis to engage in cross"SUbsidization Cal uswer to

Question 51), it would be difftcu1t for a carrier to 5UItain such a tactic.

Moreover, si1\ce an telecommunications camers pay into the universal

MrVice Nn~ then each carrler has an incentive 10 keep the total fund as

iman as possible. nus wm reduce the Incentive carriers have to conude In a

D\IN\ef that lncreaB the IIze of the fund. Flnally, if a carrier was to be

found pilty of collusion, the appropriate penalty should be imposed, e.g.

fines, disqualification' for future bids. .

39



M. SHOtJLD THI SDIJCTURE OP 1HE AtJCTlON DIFFER. 1P nmRB
.6BI nw JD2DIal IP....SQllIUc~HOW1...~~ _

The structure of the bidding process should DOt change simply becaUJe

there are fewer bidders.

. 55. HOW SHOULD TH1l CONMISSIal DI1TIIlMJNE 'mE SIZE OP THE
AREAS Wl1HIN WHICH ELIGIBLI CAUJIi1$ BID FOR
tJNlVEISAL saVlCB 5J.]1'J'01m WHAT IS 11m Ol"l1MAL BASIS
POll DBTBItMININC 1HI SIZE OP 11fOSB AlIAS, IN ORDER TO
AVOID UNFAIJt ADVANTAGE 10K BI.THIR 1Hi INCUMBEN1"

The size of the .... for eJlp"biUty pwposes should be competitively

MUtl'al and bear a reuc:mable relationship to the way that

telecommunications .me. are teduUcaUy provlcled. Amerltee:h believes

that the opttmal basis for the size of a sening area is a wife ClIftter within I.

posraphic area beca\l8e that is the basis Oft wtd.ch the Detwork is eJ.\ginee!ed

and costs are incurred"

56. HOW 00 THlIOOIC COS1S OF INCUMBENT LOCAL BXQlANGE
CAlQl'IBRS COWPAD wrrH THE CALCULATED PROXY COSTS OP



To the..t tNllNlylil NI been U1\dertabn for Ameriteeh (and it

has not been compleled), the relationship is reuonably dOle. When

discrepancies occur, it usua1Iy is the result of errors in the 'SCM. l1\e model is

most inaccurate when It comes to "outliers." Actual COlts on • wire ewnte:'

bail are far superior to costs created 01\ a proxy basis.

57. SHOULD THE ICM IE MODIFIED TO lNCLUDE NON-WIItBLlNE
SERVICES? IF WIIm.JSS TECHNOLOGY PIOYIS LESS COStLY
THAN wtR!LINE PACIL11'IES, SHOULD PaOJBClh1> COSTS BE
CAPPED AT ntE LEVEL PREDICTED lOR USE OP WIRELESSIICHtI2LOGX? - _

Ameritech continU81 to support the UBe of actual coN by wire c::eftter.

If a company is utiliziag noa-wlreUn. services then the BCM should allew

theIn to be induded. Amerltech does not support the ubltrlry capping of the

proJected CX)Sts at the level predieted.lor w1releu tecMology because it would

be inconsistent with the use of actual casts.

58. WHAT AD TIll ADVANtAGES AND DJSADVANTAGES OP
USlNG A WIll CBNTII INS'l'IAD OJ: A CENStJS JLOCJC ClCL"P
AS THE APPIOPlIATE GEOGRAPHIC AREA IN PltOJECTING

CQII'$?-----------------
Wire cen.. haft the adYantap of bUg the basis OIl wh1dl networks

are~ INI costs lDeumcL Use of wire centers generates results that

are more exactlnl than any aftl'l.ging method. Census Block Group data do

not match up with the exchanp areas served by a wire center and frequently
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are incorrec:tly matchecl with the 'W1OI\I wire CIIftter. Mozeover, Census Block

Group data are updated. only f!'1etY 10 years.

59. .THE MAINE PUC AND SEVERAL OTHII. STATE COMMISSIONS
PRO.l'CSn> INCWSION IN THlICM OP THE COSTS OP
CONNECTING IXCHANGES 10THE PUBLIC swrrcHED
NBTWOItIC ntIOUGH THE USE OF MJCJlOWAVI, TR'UNX, OR
SATELLITE TBCHNOlOOIES. 1HOSE COlAfENTEBS ALSO
PROPOSED THJ USB AN~AL!X"11lA·HlCH-COST
VAIJ.ABLB POa JUDIOTI ARIAS NorAcc.nlLE BY ROAD.
WHAT JS 1HE JIASIB1LlTY AND THE ADVISABII.lI'Y OF
INCOIlS2.RA~ INlP THE BQf?__

.
It ese.rly is ~priateto allow the fadUJian of additloMl high cost

factors when utiJizjng the proxy models. At some point, however, the
,-¥.

process produces a result which Is already known: actual book costs.

60. niB NAnoNAL CAlLE T!LIVISION ASSOClA1tON PROPOSE::>
A NUMID Of MODIFICATIONS 101HB ICM DLATID TO
SWlTCHINC COST, FILL FAC1OE, DiGlI:AL LOOP CARR1ER
SUBSCltlBBIl QJJPMENT, PEN'J!TlATlON ASSUMP'IIONS,
DIPLOYMENT 01' PIBD. VERSUS COPPER T.8CHNOLOG\'
~ AND SERVICE ADA IN'l'BDACE COSTS.
WHICH, IF ANY, OP 'l'HISE CHANGES WOULD BE PIlASIBLE
AND ADV1MJLI JP 1NCOIPOJlAD INlP nm...BCM7~__

There are a variety of ways of dealing with NCTA's points. Arneritech

be1leves that the use of actual msts of the swltch should be used, aDd should

be Included in the 8CM if that model is adopted after it is reviewed Oft the

public record. Reprdil'lg the 811 factor, It is~b1e that spare capacity be

aJJocated across aD MrVlces since all services benefit from that spare capacity.



Diptal loop cmI.er book ClOIt5 lhould be included; that will ac:eow\t for any

d1saJw\ts. Ukewise, the actual book COlts of plant behNen the wire cente!'

and the IUbIeriber Ihould be utilized.

61. SHOULD THB IlJ1IPORT CALC'ULADD tJSINC THE IENCHMAlUC
COST MODBL ALSO llJIILBCT stJB:2IIIR INCOME LEVE'U), AS
SUGGBSTED BY THE PUERTO RICO 1'ILI!PI'DNE COMPANY IN rrs
COMMJNIS?

No. 11ae concept of income is reJevaftt for low-fneome usistal\Ce

programs. Par high cost support, income may be a factor in the overall

development of an HaffordabUlty benchmark rate" as pmpoeed by USTA and

various other parti., including Ameriteeh. But income itself is not relevant

with regard to the cm.struetion of a cost model, such as the Benchmark Cost

Model.

62. nm BeN: APPIAD 10 COMPAD lJNSIPAIlATED COSb,
CALCULATBD USING A PROXY NBTHDDOLOGY, wnH A
NATIONWIDI LOCAL BENOIMAIX JlATI. 'DO!S USB OF THE
BOd SUGGEST THAT 1HE COSTS CALC'ULATID BY 1'HB MODEL

• WOULD BI! --=ovDID ONLY THJIOt1CH S1DtVJCES INO-UOED
IN 1'HI IENCIIMAIX ltATE? DOES THlIOd IEQUIItE CHANGES
TO IDCISnNC SPAltATIONS AND ACCiSS QLUGIi Rt1LES? IS
THE ).«)D!L -.::NID TO CHANGE AS THOSE 1ttJLBS ARE
CHANCED? DOIS1HI COMPAlUSON 0. }C)DEL COSTS wrm A
LOCAL UTI APIOItI.lABILlT IJiNCHMA1aC CREATE AN
~ POll OVElt·RECOVEltY PROM tJNJVERSAL

The COltS eala4ated mthe BCM would be rec:xwered throuP services

mduded in the benchmark rate. Chmges would be requJred in the Part 36



IepU'ad.ou rules In SUbpart P, J'U'&F&PN 36.601 tluouIh 36.641, Ind. in Part

69,,....aplw 69.116 aDd 69.413.. Chanps in the BCM: J'NIUIUbly would be

made by the custodian of the model Finally, if the model results~ the

local benchmark rate, then the CIl'Iie.r would be eliJlble for support; if results

Ire less than the benclmwk then no support would be permitted.

63. JS rr PIASlILI ANn/OJ. ADVJSABLS TO JNIIGtATB THB GRID
CELL S'l"aUC'I"UD tJSID IN'1HE COST ftOXY MODEL (aM)
P.ROPOSID BY PACIPIC m.JSIS JNTO THE ICM JIOlt IDE1'J'11P'mo1G
TIIUtAJN AND POPULAnON IN AREAS WHDI POPULA'X1ONl2Itl5ln:JUOW7-- __

Tmraln mel deMit)" are important factors, but AJMriteeh has not had. .
.ufficient experienat with the aM and the BCM to comment on this

question.

CQlTPIlQJYMQDII.IIOfOIIQIXP":,,cm.1!SI$

No CAN 11m GIlD CIIL ST1lUC'It1.RE USID IN nm CPM
MA9QNAlLY IDBNTJPY POPULATION DJSTmUTION IN
SPAl§ILY-POPULATIQ ABEAS?

Amerltec:h. has not had sufficlent expoI\1ft to the CPM to comment em

this question.



65. CAN THI CPW • MODlFlED TO mJ!NTlFl TERRAIN AND SOIL
~_7 _

66. CAN nIE CPN BI USID~ ANA~ BASJS TO ESTIMATE
IHI COST Of PBOVIDING BAE.IfS1DENTIAL &BYJa,,-Z _

Y., it could be u.d I1lCl it is reuonable to usume that such use would

produce NIUlts that will be different from actual book costs.

67. tJSING 1HE CPM. WHAT COSTS wotJLD II CALCULATED BY
aNSUS BLCXX GROUP AND BY WID CBNTD FOR SERVING A
IWIAL. HliIKOST STAtE <B.C•• AQ'ANSASlZ

See aNWer to Question 64.

6& lS 1HE CPU A SBlJt.CONTAINBD MODEL, OK DOES rr RELY ON
gmq. MQDIlA Arm If so. 10 WHAT EXDNJ7

See IftSWer to Question 64.

69. IF A POa'IlCN' Of' 1HE CCL CHARGB DP1U!SENTS A SUBSIDY TO
SUPPORT 'UNlVIISAL SDVICH, WHAT IS 'tHE roTALAM~~
OF THI SUI8IDY? PLEASE PROVIDE SlJPPOItTlN'C EVIDBNCE "!O
SUBSTAN"I'JAiTB SUCH ISTIMAIES. SUPPORTING EVIDENC!
SHOULD lNDICATl1HI COSTMJm!ODOL(X;Y USED TO
ESTIMATI TIll! MAGNlTUDE OP THI SUBSIDY (E.G., LONG-RUN
INCDNINTAL, SHORT-RUN JNCRBMENTAL, PULLY-DJItlUIUDP"""). _



For~ of tJ:w total S211M CCL lft8I\ue, S55.9M II attributable

to mCA Loas T.... Support Payments iU1d '144M is attributable to the Bue

Factor Portion (naPP") 0Nrfl0w.

BFP (lyerflow II caUMd by two tblnp. PIrst under the Part 36

Separatlons Rules, loop costs are allocated to the interstate jurisdiction using

a frozen factor of 25". Actual Interstate usage of the loop, for AIl\eri~is

much lower, varyins from 11., to 14.,.~ the amount of interstate loop

costs rec:cwered from end UMI'I is bued 01\ the subscriber line charp ("SLC').

The SLC is capped. at 53.50 per month for residence and single line business

customers and at $6.00 for multi-line business customers. To the extent tout

theM amounts are lNuffident to :recover the interstate loop~ the UP:

overflow results.

70. IP A PORTION OP THE CCL CHARGB DfIUiSENTS A
~ TO 11tIltECO'VBD'Of LOOP COS'I'S, PLEASE
mBNTIPY AWD DIICtJSlS ALTDNA'ITVIS TO 1HI eCL CHARGB
POll ltBCO'YIay 01' nICSE cosrs PJtOM ALL INTERSTATE
TIl.ICOt4WIINICTDfS SElMCB PROVlDDS (E.G., Bt1IJC
IDLLING·JUI_..., _

The SLC could be iJ\creased as approplate to allow for the elU:nina!ion

of BFP Overflow or bulk bi1IinI could be iftstitutec:l in accordance with

Amerltech's Customer rmt Waiver.


